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KEY ECONOMIC INDICATORS 
(US $ Millions Unless Otherwise Stated) 


1975/74 
1974 1975 % Change 1976 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at current prices 25 5219 26 ,063 
GDP at current prices 29,707 28,854 
GDP at constant 1968 prices 14,021 14,786 
Per-capita GNP at: current 
prices 2,554 2 5406 
National Income 23,112 23,583 
Employment (Thous. of persons) 3,700 n.a. 
Plant and Investment Equipment 6,208 7,862 
Avg. Industrial Wage (blue 
collar, US $ Monthly) (Jan/Sep) 269 280 
Industrial Production, excl. 
Petroleum Refining-Index 
1968=100 218.8 262. ; ; 6/76 


Production: 
(a) a; (1,000 2,976 2.346 ; 12/8 
(b) Iron Ore (Mill of MT) 26 24 13 9/76 
(c) Cement (Thous. of MT) 3,494 3,455 ; 9/76 
.(d) Motor Vehicles (Units) 118,152 142 ,464 ‘ n.a. 
Value of Construction 
Permits Granted 458 695 ; 609 7/76 
(1) Electricity Gen. Index: 
1968-100 179 .9 J 3 232. 6/76 
MONEY AND PRICES 


(1) Money Supply 6 5383 47.4 10,403 10/76 
(1) Public Debt Outstanding 2,012 ; 3,565 10/76 
(1) External Debt 910 d 1,824 10/76 
(1) Commercial Bank Prime Rate 11 $ 9. 12/76 
(1) Retail Price Index - 
Caracas 1968=100 ; j 182. 10/76 
(1) Wholesale price index 
196 8=100 ° i 170.8 8/76 





(US $ Millions Unless Otherwise Stated) 


1975 1975/74 
FOREIGN SECTOR % Change 


Balance of Trade ** 11,321 we” 5,655 
Exports (FOB) ms 6H lis 


To U.S. 4,671 3,624 
Imports (FOB) 3,876 5 462 
From U.S. 1,768 2,243 
Balance on current 
account 5 859 1,532 
Overall balance 4,026 2,513 
Gold and Foreign . 
Exchange Reserves 6,423 8,856 37.9 8,417 11/76 


Footnotes: ** Petroleum Exports valued at tax reference prices. 
* Figures are for December of year indicated. 


SOURCES: 
(1) Central Bank. 

Ministry of Labor. 

Ministry of Mines and Hydrocarbons. 

Venezuelan Chamber of construction. 

Chamber of Automotive Vehicle Industry. 

U.S. Department of Commerce. 





CARACAS A- 145 


SUMMARY 


Despite the fact that Venezuela's oil production reached its 
peak in 1970, the country has enjoyed a high level of income since 
1973 as a result of the increase in world oil] prices. This situation 
has resulted in a sharp increase in gross domestic product at 
current prices, but only modest real growth. Although production 
in the extractive industries has suffered significant declines since 
1974, the non-extractive sectors have exhibited healthy real growth. 


Inflation has become a problem for Venezuela. After enjoying 
relative price stability in 1968-72, the country experienced .double 
digit inflation in 1973-74. During 1975 and the first half of 1976 
a distinct moderation of the rate of increase in prices took place. 
Nevertheless, the Government remains concerned, and has taken steps 
to reduce liquidity, restrict credit and alter the price structure. 


Preliminary statistics indicate that the Government experienced 
a slight surplus in its accounts for the first eight months of 1976. 
The proposed budget for 1977, slightly in deficit, calls for spending 
at a modestly higher level than 1976, but provides for a significant 
shift of resources into current expenditures and away from capital 
investment. In April, Congress authorized large public credits to 
finance the major public investments of the Fifth National Plan. 


Venezuela's balance of payments surplus will continue to decline 
as import payments increase faster than export earnings, which are 
maintained at a level below capacity as a result of a deliberate 
Government decision. This decline is not likely to act as a constraint 
on Venezuela's development plans, in part because the Government plans 
to use substantial amounts of foreign credit and to draw on its 
reserves of hard currency to finance imports. 


Venezuela is assigned a high priority in the United States’ export 
expansion efforts under the "Sell in Venezuela" campaign which 
involves greatly expanded market research, a schedule of almost twenty 
trade promotion events, and intensified pursuit of major project 
opportunities. The Government's intention to build up productive 
infrastructure with public investments on the order of $20 billion 
through 1980 implies substantial opportunities for US consultants, 
engineers, and industries which can supply process licensing and 
capital goods, in many cases on a turn-key basis, as well as heavy 
construction contractors. While the private industrial sector will 
expand concurrently, it will not be able to meet the demands of this 
burgeoning economy. As a result, the market for a broad spectrum of 
imports from the US will continue strong and the predicted high level 
of foreign exchange availability over the foreseeable future will 
ensure adequate means of payment. 





CURRENT ECONOMIC SITUATION AND TRENDS 
GOVERNMENT ECONOMIC POLICY 


The main elements of the government's economic program include: 
1) a more equitable distribution of wealth; 2) state ownership of 
the extractive industries; 3) Venezuelan control of most foreign 
investment in accordance with Decision 24 of the Andean Pact; 4) 
use of petroleum-generated revenue to finance development of a 
balanced economy; 5) promotion of non-traditional exports; and 
6) support for high world petroleum prices to insure that earnings 
from this sector are sufficient to finance Venezuela's ambitious 
development programs. 


The Fifth Five Year Plan, which runs from 1976-80, outlines 
the basic program of development over the coming five years. Inflation, 
caused by a large infusion of money into the economy and a rising 
level of government expenditures, is probably the most serious short 
term problem the Venezuelan economy faces. In April and May the 
Government announced a series of measures designed to moderate 
inflation and stimulate production of essential foodstuffs and raw 
materials. These measures include altering the price structure, 
limiting and redirecting financing and reducing liquidity through 
a more restrictive monetary policy. 


A proposed national budget laid before the Congress in October 
called for expenditures of $8.3 billion and anticipated revenues of 
$8.2 billion. Critics of the budget have maintained that the sharp 
increase in expenditures on current account and the continued 
heavy reliance on the petroleum sector for about 75% of revenue, 
will stimulate the inflationary pressures already facing the 
economy. In addition, the Government of Venezuela is planning 
heavy foreign borrowing through 1980. Under the Refinancing Law 
and Basic Sectors Financing Laws, the Government has authority to 
borrow up to $10.2 billion over the next five years, and borrowed 
$1 billion from an international consortium of banks in October, 
in order to refinance short term obligations held by a number of 
Government agencies. 





GROWTH RATE OF THE ECONOMY 


Although Venezuela's production of oil has been declining from 
its peak year, 1970, income from this source has been maintained at 
a high level since 1973 as a result of the increase in petroleum 
prices in that year. While gross domestic product(GDP) in current 
prices increased 21 percent in 1973 and 66 percent in 1974, there 
was an actua}. decline in 1975, according to preliminary figures, 
primarily due to a sharp decrease in the level of oi] production. 
GDP as expressed in constant 1968 prices increased at the steady if 
unspectacular annual rate of 5.5% during the 1973-75 period. 


1975 brought a 21% decline in petroleum production and a decline 
of almost 8% in iron ore production. The decline in output of the 
iron mines was attributed to reduced international demand induced by 
the then deepening recession in industrialized countries. The non- 
extractive sector of the economy displayed strong growth, led by 
agriculture (9.1%), manufacturing (20.1%), electricity (16%), and 
construction (over 50%). Such statistics as are available for 1976 
seem to indicate that there will be a levelling in the rate of real 
economic growth during the current year. Output in such key areas as 
crude oi] and iron ore production are down slightly, while the 
industrial production index showed almost no growth during the first 
four months of the year. 


The general price index, after increasing at an annual rate of 
only 2.5% during the period 1968-72, rose 11 percent in 1973, and 19% 
in 1974. During 1975, a distinct moderation in the rate of inflation 
took place; the increase in the price index amounted to only 8%. 
Measures taken earlier this year to moderate the rate of increase 
in prices will probably have the effect of keeping inflation below 
10% in 1976, although in certain key sectors (e.g., housing, labor) 
the rate of increase will be significantly higher. 


EMPLOYMENT AND WAGES 


The labor force is 3.7 million persons. Unemployment is largely 
structural and seasonal in nature and has been declining. Skilled 
workers are in very short supply. Turnover of workers at many large 
manufacturing companies varies from 25% to 35% a year. The minimum 
wage is $3.50 a day and applies to all workers, both urban and rural. 
In 1974, mandatory wage boosts of 5-25% were decreed for all workers 
earning less than $1,168 a month. This provision helped to boost 
average salaries for blue collar unionized workers in Venezuela to 
$438 a month (Sept 1974-75), a 25% gain over the previous year. White 
collar workers average $849 a month, only a 6% gain over last year. 
Wages have continued to climb since September of 1975. Mandatory 
fringe benefits include a 2% payroll tax to the government manpower 
training institute (INCE) a 7, 8 or 9% (based on risk) payroll tax to 
the Social Security Institute (IVSS); and one or two month's wages for 
every year worked as a severance benefit to a terminating worker. 





PETROLEUM 


Private control of the Venezuelan oil industry ended on 
December 31, 1975. Beginning in 1976, Petroleos de Venezuela 
(PETROVEN), the state holding company, took over 
administration of the nationalized industry which now consists 
of fourteen operating companies, corresponding roughly to the 
former privately-held concessions. Most of the foreign - 
ex-concessionaires have agreed to continue to provide technical 
services to their now nationalized former holdings: and to 
purchase oil from them. 


0i1 production in 1975 totaled 856.4 million barrels, 
giving an average daily production rate of 2.35 million barrels. 
This rate, the lowest in twenty years, was over twenty-one 
percent less than the 1974 average. Of the total production, 
761.4 million barrels were exported and 95 million consumed 
domestically. The export total was composed of 537.3 million. 
barrels of crude and 224.1 million barrels of products. Some 
283.2 million barrels of crude and products, or nearly 37 
percent of total exports, went directly to the U.S., while 
another 114.3 million barrels, or 15 percent, went to the 
nearby refineries in Aruba and Curacao where it was refined. 
Much of this latter oil was re-exported to U.S. territory. 


Production in 1976 began at a low level, reflecting the 
initial reluctance of the oil] companies to pay the post- 
nationalization prices set by Petroven. January production 
averaged 1.73 million b/d, but has increased steadily since 
then so that by August, the average daily rate had reached 
2.45 million b/d. If production continues at its current 
level through the remainder of 1976, the average daily rate for 
the year will be only slightly below the 1975 rate. Also, as a 
result of the improving world market for oi1, PETROVEN has been 
able to adjust upward the prices of crude oil and products 
in each of the last three quarters of the year. 





In addition to continuing sales to former concession. holders, 
PETROVEN and its subsidiary operating companies have made sizeable 
direct sales to new customers in the United States, Europe, Japan 
and Latin America. With production already above the 2.2 million 
b/d goal originally established for the 1976-80 period, Venezuela 
is now encountering difficulties meeting the increasing demands 
of its customers. 


Major investments will be needed just to maintain production 
at its present level over the medium and long term. Initially, 
these investments are likely to be concentrated in extensive exploratory 
drilling, additional secondary recovery, and the upgrading of existing 
refineries. Estimates of the total to be spent on industry investment 
over the next five years range from $3 billion to almost $6 billion. (For 


additional details see Petroleum Industry eve lopment and Outlook, 
American Embassy, ‘Caracas, A-26 of March 11, 1976. 


INDUSTRY 


The Venezuelan government's recently authorized financing for the 
Five Year Plan re-emphasizes the government's intent to direct, 
through regulation and public sector investment, the country's industrial 
development. Major investments will be made in manufacturing ($4.3 
billion, principally for iron, steel, aluminum, and automotive projects) ; 
petroleum and petrochemicals ($4.3 billion); transportation and 
communications ($3.1 billion, principally for railroad, subway, ship- 
building, aviation and telecommunications development programs); social 
infrastructure ($3 billion for construction of schools, hospitals, and 
other public works); electric power generation and transmission 
($2.7 billion, with the amplification of the Raul Leoni hydro-electric 
dam a focal point); agriculture ($200 million, soon to be increased 
to $1 billion, for concessionary loans to farmers and ranchers, irrigation 
and drainage projects, rural roads, and produce storage and processing 
facilities); and finally, mining ($200 million, principally for iron 
and coal). As may be seen from the above, Venezuela aspires to process, 
rather than export, its raw material resources, thereby diversifying 
its economy and making Venezuela more self-reliant. 





AGRICULTURE 


Excessive rains and vast floods in much of Venezuela's major 
crop and livestock zones and droughts in others will probably permit 
only a small rise, if any, in the total 1976 agricultural production 
index. This index was up 5 percent in 1975 over the 1974 level, a 
small increase vis-a-vis the rise in consumption needs and the 
increases registered by other sectors in Venezuela's economy. A 
reduction in productivity this season is already being reflected in 
large food and feed purchases abroad in recent months to offset 
growing food deficits. 


During the last half of 1976 Venezuela will import increased 
quantities of edible oils, sugar, rice, eggs, milk and perhaps 
corn. Importations of these commodities should exceed 
quantities imported in recent years. Foreign purchases of many other 
commodities will likely match those of prior years. 


The Government continues to lend increased financial support 

to the agricultural sector in an effort to reduce huge outlays of 
capital for imports and local food subsidies. Chief among agri- 
cultural support programs is the Agricultural Development Fund 
(FONDO) which was recently refinanced through the injection of $230 
million in new government credit funds. Crop and livestock producers 
also continue to benefit from high support prices, fixed input costs, 
low credit terms and other special development programs. These 
factors should encourage increased investments in capital assets. 
More machinery and other necessary inputs, i.e. livestock and 
certified seeds, will, no doubt, be imported to improve the overall] 
agricultural infra-structure. 


MONETARY AND FISCAL SITUATION 


Expansion of liquidity continued without interruption into 1976. 
By the end of August money in circulation and demand deposits (M1) 
amounted to $5.3 billion, an increase of 22% over of August of 1975. 
Liquid assets in the hands of the public, including time deposits, (M2) 
reached $10.2 billion, representing an increase of 28 percent. This 
expansion of liquidity was confined primarily to the internal sector 
where commercial banks increased their investments and other placements 
in the private sector. Likewise the government sector increased its 
expenditures, thus reducing the level of its deposits in the banking 
system. A slight contraction of liquidity took place during the first 
part of 1976, attributed to a drop in income from the petroleum sector 
stemming from transition to a nationalized industry. However, growth 
in the money supply resumed its upward trend as the year wore on. 





In an effort to reduce liquidity, the government, in conjunction 
with the Central Bank, announced in April a series of restrictive 
measures, including raising reserve requirements for commercial banks, 
raising interest on savings accounts, tightening up terms of consumer 
credit and redirecting financing away from luxury housing to low- 
income construction. So far, these measures seem to have had little 
effect. 


Ordinary income of the Government for 1975 amounted to $9.5 billion, 
while ordinary expenditures were $9.3 billion (excluding a $558 million 
contribution to the Venezuela Investment Fund in December of 1975). The 
Government registered a surplus of $189 million in its balance of 
ordinary income and expenditures which was slightly offset by a, deficit 
of $42 million in the extraordinary account, resulting in an overall net 
surplus of $147 million for the year. During the first eight months of 
1976, the Government experienced a net surplus of $145 million. The 
1976 budget provides for a revenue and expenditure level of $7.7 billion, 
with petroleum income projected at $5.7 billion, based on a production 
level of 2.2 million barrels a day. 


In October, the Government presented its 1977 budget bill calling 
for expenditures of $8.33 billion and revenues of $8.25 billion, $6 
billion of which will come from the petroleum sector. Current expenses 
account for 60% of budgetary outlays, up from 54% this year, while 
capital expenditures are down from 42% in the 1976 budget to 24% in 1977. 


In April, the Government presented to Congress a bill to authorize 
$9.3 billion in public credit to finance major investment under the 
Fifth National Plan (1976-81). Of this amount $4.5 billion is to come 
from external credits and $2.9 billion from the Venezuelan Investment 
Fund. In October, the Government initiated its borrowing under this 
authority with a $1 billion loan from an international consortium of 
banks. 


Venezuelan's external payments situation is good. The Central Bank 
has estimated that for 1975 the surplus on current account fell to $1.5 
billion, in part as a result of the drop in earnings from petroleum 
exports. The tax reference value of petroleum exports for 1975 was 
$10.6 billion compared to $14.7 billion in 1974. (The realized value 
for petroleum exports was considerably less ‘for both years, i.e., 
$8.3 billion in 1975 and $10.7 billion in 1974.) Non-petroleum exports 
fell to a level of $482 million in 1975, compared to $537 million in 
1974, largely as a result of a 2% decrease in the value of iron ore 





exports which more than compensated for a modest increase in 
coffee, cocoa and non-traditional exports. The overall surplus 
in the balance of payments as reflected in the change in the 
level of foreign exchange reserves in 1975 was $2.4 billion. 
Venezuela's balance of payments surplus will probably be much 
smaller in 1976, with the prospect of a modest deficit within 

a year or two. Import payments are increasing far faster than 
export earnings, especially since the Government has decided to 
maintain a constant level of petroleum production somewhat lower 
than current capacity. 


IMPLICATIONS FOR US BUSINESSMEN 


The market for a broad spectrum of imports from the United 
States continues strong. While many trade opportunities are 
directly related to Venezuela's major projects incorporated in the 
Fifth National Plan, there is also a host of general trade 
opportunities resulting from the overall expansion of the economy. 
A joint U.S. Department of Commerce/Embassy Caracas "Sell in 
Venezuela" campaign involves (1) extensive market research into 
every key area of Venezuela's industrial development, (2) construction 
of an exhibition facility for at least six large-scale U.S. Department of 
Commerce sponsored-Embassy supported industry oriented "SOLO" 
Exhibitions over the next two years, and (3) Embassy sponsorship 
of approximately one dozen smaller-scale specialized trade promotion 
events, including trade missions, catalog shows, and technical sales 
seminars. 


In addition, a Commercial Task Force has been added to the 
Embassy's personnel complement to develop specific information about 
major export opportunities, and the companies and agencies of the 
Government of. Venezuela which are generating these opportunities. 
Highlights of some of the more important projects now in the 
formative stage are shown below. 


The bid date for the billion dollar railroad project has been 
postponed until December. Two U.S. consortia have pre-qualified 
to supply the equipment package for the Caracas METRO. Corporacion 
Venezolana de Guayana's SIDOR subsidiary is moving forward rapidly 
with its Plan Four to take installed steel-making capacity up to 
almost five million tons per year. A variety of facilities are now 
in design or construction, an iron ore pelletizing plant, a slab 
mill, and two rolling mills foremost among them. The private sector 
plans new projects also, including an iron ore briquette plant with 
a companion direct reduction steel making plant, high carbon steel 
and welded tube plants. 





CORPOZULIA has received initial funding for studies of a 
full scale integrated steel mill in Western Maracaibo based on 
massive but still undefined coal reserves. Coal handling 
facilities and thermal power plants will be studied also. 


The development of hydroelectric power is a high government 
priority. A decision will be taken soon on which of five 
(including three U.S.) engineering contractors will carry out the 
expansion of the Raul Leoni (Guri} Dam hydroelectric project. 
Multimiliion dollar projects are planned for the lower Caroni, 
Uribante-Caparo, and several other rivers. In addition to the 
hydroelectric facilities, very large investments will be made in 
thermal plants and power transmission facilities. Expanded capacity 
at Guri will speed planned aluminum facilities to be built by 
VENALUM and Alumina y Asociados. The Bs. 10.65 billion ($2. ig billion) 
National Petrochemical Development Plan has been approved by the 
Council of Ministers and will be submitted to the Venezuelan Congress 
for approval. It calls for the construction of three new 
petrochemical complexes as well as the expansion of facilities at the 
El] Tablazo complex. However, shortage of trained personnel and 
funding problems may result in less than the full realization of this 
plan. Nevertheless, large investments will be made. One that is 
expected in the near future is that for a high density polyethylene 
plant to be built at El Tablazo. A series of contracts may have 
to be negotiated to support existing or new facilities at both E1 
Tablazo and Moron. 


Other areas in which substantial investments will be made 
over the short and medium term include telecommunications, ports 
(by a new National Ports Institute), potable water and sewage systems, 
housing, health, mining, highways, airports and air traffic control 
systems, and shipbuilding. All of these are multimillion dollar 
projects and most offer significant opportunities for U.S. suppliers 
of goods, feasibility and engineering studies, contracting services 
and capital equipment. 


In summary, Venezuela is today one of the unique markets of 
the world. The Government's development policy and economic 
diversification program, financed from sales of petroleum and the 
country's substantial foreign exchange reserves, augur towards 
increasing opportunities for American exporters. 
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additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





